International trade law refers to the import and export of goods and other things between the two countries.
Introduction
International trade is a complicated area of law to analyze because there are numerous levels of trade organizations and friendships. International Trade Law includes suitable rules and methods for handling trade between countries. Generally, international trade law includes the rules and customs governing trade between countries. International trade lawyers may focus on applying domestic laws to international trade and applying treaty-based international law governing trade. The massive growth in international trade and the explosion of information technology are leading towards a world trading market and economic interdependence of the various nations. Perhaps this will eventually lead to a world government of sorts, with international trade being discussion which follows will turn instead to changes introduced into the GATT rules by the Uruguay Round agreements.
Rules of Origin, Actions by Lower-Level Governments
Nothing is said in Article XXIV understanding about the question of rules of origin. Although a separate Uruguay Round agreement, 10 (discussed in a separate book in this series), deals with origin rules, it applies only peripherally to origin rules used in preferential arrangements such as regional trading agreements. The Article XXIV understanding also includes a provision which deals with a paragraph of the article that has nothing to do with regional agreements. Article XXIV: 12 concerns the responsibility of WTO member governments to take "reasonable measures" to ensure that lower-level regional or local governments observe the GATT rules. The problem of such governments or authorities not acting in accordance with commitments made by the central government is primarily one that arises in federal states 8 . The understanding states clearly that WTO members are fully responsible for breaches of the GATT by subordinate levels of government, and may ultimately have to provide compensation if they cannot make the subordinate level meet GATT obligations. When it became evident that the ITO would never come into operation, which was in large part due to difficulties in ratification in the US Congress, the GATT became the central mechanism for regulating the conduct of international trade. The GATT did not pose as great a difficulty in the US Congress as the ITO did, because it was a trade agreement rather than a trade organization, and its legal obligations were described as 'provisional', viewed as impermanent, and to be applied only where they were consistent with US domestic legislation. The reason the US difficulties resulted in stifling the development of the ITO was their overarching dominant position in world trade at the time. To an extent, this remains the case today, with initiatives not having US support being unlikely to succeed 9 . The GATT had no formal institutional arrangements, for that was to be the role of the ITO. This is why we speak of GATT countries as 'Contracting Parties' and not 'members'. Perhaps the political flexibility of a 'non-institutional institution' is what made the GATT so effective. Decision-making was delegated to the Contracting Parties acting collectively and stated in capital letters 'CONTRACTING PARTIES' to distinguish between references to the various Contracting Parties acting individually. Despite the lack of an institution, the GATT had detailed rules in legal language, with rules for their application, interpretation, and enforcement. These rules were effective in the 1950s, mainly due to the normative pressure Contracting Parties placed on each other to comply with them. For a discussion on dispute settlement, refer to Chapter 7. The GATT involved an annual meeting of the Contracting Parties and an executive committee, the Council of Representatives (which met during interim periods to act with limited authority), and a Secretariat (which advised and assisted the Contracting Parties, undertook research and prepared reports.
GATT Negotiations 1947-94
Over the years the Contracting Parties participated in a series of multithread negotiations (MTNs) to update the GATT, and these are commonly referred to as 'rounds'. The negotiation rounds are based on the most favored nation (that every tariff concession by one State to another must similarly apply to the other Contracting States) and reciprocity (that concessions made by the Contracting States should be reciprocated by others). The rounds steadily became more complex and involved, and their duration expanded over time. 
International Trade Contracts

Agency Arrangements
An agent acts on behalf of a principal to establish trade contacts for the principal's goods and services in different markets. Both parties in an agency relationship have certain rights and obligations. The agent is obliged to look after the interests of the principal, to communicate necessary information, to comply with reasonable requests of the principal, to keep confidential information confidential, and to act in good faith. The principal is obliged to indemnify the agent for expenses incurred on the principal's behalf, and to pay the agent a commission. If the parties cannot agree as to remuneration the amount customarily earned by agents in that place is applied. This is difficult to pinpoint as there are large differences in remuneration of agents in different States and in markets for different goods, and it is all the more difficult if the product being marketed by the agent is innovative. A key problem in agency agreements is the scope of the authority an agent has, and most often problems arise with regard to undertakings made by agents in the course of negotiations with third parties.
The third party position is difficult where such undertakings are not performed by the principal, especially where the identity of the principal is not disclosed. Difficulties as to the correct forum in which to sue arise where the principal, agent and third party reside in different countries, for agency law differs across different legal systems. Formally, the extent to which the agent can bind the principal depends on the terms of the contract between them. This will determine the scope of the agent's actual authority. However, the principal may also be legally bound by an agent's representations where although the agent did not have actual authority to make them, the agent had ostensible, or apparent, authority to do so. Ostensible authority is determined from the viewpoint of third parties and may be inferred from the position the agent holds. For example, it is reasonable for a third party dealing with a person with a business title of 'Australasian Sales Manager' to conclude that person has authority to enter sales contracts for and on behalf of the company 14 . Generally, for an agent to ensure exclusion of personal liability the agent should sign a contract with a third party followed by the words 'as agent for' and state the principal's name. An agent who signs a contract without qualification may still be excluded from personal liability where it is clear from the contractual provisions that he or she is acting as an agent in the transaction. If the agent acts for a disclosed but unidentified principal the agent may be sued as a co-principal. Commonly large traders use agents to test a new market, and disputes arise where an agent builds a substantial market for a product over a two to three-year period and then the principal decides to conduct trade in that market directly rather than through the agent. There is a vast difference in bargaining power between the parties and the agent requires some form of protection. For example, in this situation, the principal is required to pay the agent a pension. There is some conflict between the principle of freedom of contract and the protection of the weaker party, which to a large extent is the impetus behind domestic consumer legislation. The Convention on Agency in the International Sale of Goods, produced by UNIDROIT in 1983, was drafted to complement the Vienna Convention (see p 74, below, for more on the Vienna Convention and p 70, below, for more on UNIDROIT). It is stated to apply where a principal and third party for whom the agent contracts have their place of business in different States and the agent's place of business is in a Contracting State to the Convention. It does not apply to agency agreements for stocks and commodity contracts. It contains similar provisions to the Vienna Convention with respect to interpretation and noncoverage. In relation to the issue of ostensible authority, the Agency Convention provides under Art 14 that, where the conduct of a principal causes a third party reasonably and in good faith to believe that the agent has authority to act on behalf of the principal and is acting within the scope of its authority, the principal may not argue lack of authority on the part of the agent in defense to a claim by that third party against the principal.
However, the principal may agree with a third party to exclude part or all of the Convention from applying to the relevant agency agreement. Under Art 33(1), the Convention enters into force when it is ratified, approved, accepted or acceded to by 10 Member States. At the time of writing, the Convention had been acceded to by three Member States and ratified by a further two Member States. It, therefore, has not yet entered into force.
Distribution Agreements
A distributor buys products and then resells them. A distribution agreement is a contract for the supply of goods over a certain period of time. The agreement defines the terms on which the goods are sold for resale by the distributor in the foreign market. Often a distributor will want exclusive rights to distribute the specific goods into their market, that is, a clause that the manufacturer will only supply the product to it and not to any other distributor in that market, nor to an agent or otherwise selling into that market 15 . If the agreement merely prevents the manufacturer from entering other distribution agreements in that market, it is known as a sole distribution agreement. If the agreement also prevents the manufacturer itself selling into that market, it is 15 Essential International Trade Law [Michele Sasnon]2002 known as an exclusive distribution agreement. Distribution agreements typically include the following clauses:
(1) Goodsspecifying the model or type of goods to be distributed by the distributor. Where there are a number of goods or models within a product range, it is useful for the agreement to incorporate a separate document such as a product list or sales catalogue. (2) Priceit is unusual for a distribution agreement to include actual prices for the goods unless such a clause is coupled with another clause providing for periodic review of the prices. Even this may be unrealistic, especially where the prices of finished goods fluctuate depending on the cost of raw materials from which they are made. It is more common for distribution agreements to refer to prices in comparison to some other market driven factor. For example, prices can be agreed at 10% below standard published wholesale prices for the seller, or, where the goods being distributed are commodities, at 5% less than the world spot price for the particular commodity at the time each order is placed.
(3) Territorythe geographical area in which the distributor may distribute the goods. (4) Exclusivity agreement by the seller not to sell directly to customers within the stated territory. (5) Reciprocityan agreement that any indirect inquiries by consumers in the stated territory will be referred by the seller to the distributor, and agreement by the distributor to refer any indirect inquiries from consumers outside the stated territory to the company. (6) Marketingagreement as to minimum obligations of the distributor with respect to advertising the goods in the foreign market. This may includes minimum advertising spends, or a stated number of advertisements per annum in stated newspapers or magazines. There may also be an agreement as to maximum intervals between which the distributor must visit nominated major buyers or the number of prospective buyers the distributor must approach each month. (7) Database managementan agreement that the distributor will maintain a record of customers and will provide access to such record to the seller upon request. It is quite legal to enter exclusive distribution agreements. It is only where the agreement has an anticompetitive effect that there is a problem. Care should be taken with the following clauses, as they may breach competition law provisions in certain countries: (a) agreement by the distributor not to buy from other sellers of similar products to those covered by the distribution agreement; and (b) agreement as to the price at which the distributor will resell the goods within the foreign market. If a seller is unsure, the best approach in Australia is to contact the Trade Practices Commission and notify it of the arrangement. If it makes no decision on point, then the arrangement is acceptable. The best approach internationally is to seek legal advice in the overseas jurisdiction. For further information regarding anti-competitive agreements refer to Chapter 5 on the competition. Branch offices and subsidiaries A branch office is an arm of the exporting company which is physically located in a foreign country, and a subsidiary is a separate and independent legal entity incorporated in the foreign country. Determining which is more appropriate for an exporting company will depend on the employment, taxation, investment and company laws in the foreign country. A subsidiary may be partly or wholly owned by the exporting company, who is referred to as the 'parent' company. Where a number of subsidiaries are established in various countries, the exporting company becomes a multinational, or transnational, corporation. Although there are no international laws applicable to multinational companies, the OECD Guidelines for Multinational Enterprises express the collective expectations of OECD member governments as to the behavior and activities of multinational enterprises. Although in principle a subsidiary is legally a separate entity to the parent company, there are circumstances in which the 'corporate veil' is pierced, so that the subsidiary is treated as part of the parent company. The relevant circumstances include where the subsidiary is completely controlled by the parent company. 
Joint Ventures
an international joint venture is an undertaking by two or more companies with registered business addresses in different countries. The joint venture may be in relation to a specific project or may be of an ongoing nature.
In some countries where there are restrictions in the right of foreign enterprises to do business, a foreign enterprise may have no choice but to enter a joint venture with a domestic enterprise in a foreign country. The joint venture may be merely contractual or may involve the formation of a company in which the joint venture partners have equity shareholdings.
Licensing
Where the product is a method of manufacturing in which there is some intellectual property right, such as a new technology, licensees provides a means for the owner of the process to grant a foreign business the right to use that process for a period of time. The licensee typically pays royalties based on sales arising from the use of that process. Typical licensed intellectual property rights include patents (ideas), copyright (art works), trademarks (names/logos), circuit layouts and designs.
Patents
A patent gives the patentee the exclusive right to market the invention for a set period of time. In Australia, s 67 of the Patents Act 1990 (Cth)provides for a 20-year period. Where a patentee licenses use of the patent, the the goods do not pose a threat to life or property for reasons other than their inherent nature. Therefore, the Incoterms® 2010 rules have allocated obligations between the buyer and seller to obtain or to render assistance in obtaining security-related clearances, such as chain-of-custody information, in articles A2/B2 and A10/B10 of various Incoterms rules.
Terminal Handling Charges
18 Under Incoterms rules CPT, CIP, CFR, CIF, DAT, DAP, and DDP, the seller must make arrangements for the carriage of the goods to the agreed destination. While the freight is paid by the seller, it is actually paid for by the buyer as freight costs are normally included by the seller in the total selling price. The carriage costs will sometimes include the costs of handling and moving the goods within port or container terminal facilities and the carrier or terminal operator may well charge these costs to the buyer who receives the goods. In these circumstances, the buyer will want to avoid paying for the same service twice: once to the seller as part of the total selling price and once independently to the carrier or the terminal operator. The Incoterms® 2010 rules seek to avoid this happening by clearly allocating such costs in articles A6/B6 of the relevant Incoterms rules.
String Sales
In the sale of commodities, as opposed to the sale of manufactured goods, cargo is frequently sold several times during transit "down a string". When this happens, a seller in the middle of the string does not "ship" the goods because these have already been shipped by the first seller in the string. The seller in the middle of the string, therefore, performs its obligations towards its buyer not by shipping the goods, but by "procuring" goods that have been shipped. For clarification purposes, Incoterms® 2010 rules include the obligation to "procure goods shipped" as an alternative to the obligation to ship goods in the relevant Incoterms rules.
Variants of Incoterms Rules
Sometimes the parties want to alter an Incoterms rule. The Incoterms® 2010 rules do not prohibit such alteration, but there are dangers in so doing. In order to avoid any unwelcome surprises, the parties would need to make the intended effect of such alterations extremely clear in their contract. Thus, for example, if the allocation of costs in the Incoterms® 2010 rules are altered in the contract, the parties should also clearly state whether they intend to vary the point at which the risk passes from seller to buyer.
Explanation of Terms Used in the Incoterms® 2010 Rules
As in the Incoterms 2000 rules, the seller's and buyer's obligations are presented in mirror fashion, reflecting under column The seller's obligations and under column B the buyer's obligations. These obligations can be carried out personally by the seller or the buyer or sometimes, subject to terms in the contract or the applicable 18 ICC rules for the use of domestic and international trade terms law, through intermediaries such as carriers, freight forwarders or other persons nominated by the seller or the buyer for a specific purpose.
The text of the Incoterms® 2010 rules are meant to be self-explanatory. However, in order to assist users, the following text sets out guidance as to the sense in which selected terms are used throughout the document.
Carrier: For the purposes of the Incoterms® 2010 rules, the carrier is the party with whom carriage is contracted.
Customs Formalities
These are requirements to be met in order to comply with any applicable customs regulations and may include documentary, security, information or physical inspection obligations.
Delivery
This concept has multiple meanings in trade law and practice, but in the Incoterms® 2010 rules, it is used to indicate where the risk of loss of or damage to the goods passes from the seller to the buyer.
Delivery Document
This phrase is now used as the heading to article A8. It means a document used to prove that delivery has occurred. For many of the Incoterms® 2010 rules, the delivery document is a transport document or corresponding electronic record. However, with EXW, FCA, FAS, and FOB, the delivery document may simply be a receipt. A delivery document may also have other functions, for example as part of the mechanism for payment.
Electronic Record or Procedure
A set of information constituted of one or more electronic messages and, where applicable, being functionally equivalent with the corresponding paper document.
Packaging
This word is used for different purposes:
1. The packaging of the goods to comply with any requirements under the contract of sale.
2. The packaging of the goods so that they are fit for transportation.
3. The stowage of the packaged goods within a container or other means of transport.
In the Incoterms® 2010 rules, packaging means both the first and second of the above. The Incoterms® 2010 rules do not deal with the parties' obligations for stowage within a container and therefore, where relevant, the parties should deal with this in the sale contract.
Dispute Settlement
This chapter explains all the various stages through which a dispute can pass in the (WTO) dispute settlement system. There are two main ways to settle a dispute once a complaint has been filed in the WTO: (i) the parties find a mutually agreed solution, particularly during the phase of bilateral consultations; and (ii) through adjudication, including the subsequent implementation of the panel and Appellate Body reports, which are binding upon the parties once adopted by the DSB. There are three main stages to the WTO dispute settlement process: (i) consultations between the parties; (ii) adjudication by panels and, if applicable, by the Appellate Body; and (iii) the implementation of the ruling, which includes the possibility of countermeasures in the event of failure by the losing party to implement the ruling 19 . The Uruguay Round Understanding on Rules and
Procedures Governing the Settlement of Disputes (DSU) provided for the establishment of an integrated dispute settlement system, largely based on the 1992 Understanding in the GATT discussed above 20 . It extended the scope of dispute settlement to allow WTO members to make claims based on breach of any of the multilateral trade agreements annexed to the Agreement establishing the WTO. A Dispute Settlement Body (DSB) was established to exercise the authority of the General Council and the Councils and committees of the covered agreements. WTO settlement rules stipulate that commercial conflicts are represented by governments. Private industry must persuade its government to represent its complaint as a possible infringement of any one of the GATT/WTO articles, and that the complaint has significant trade ramifications so as to justify seeking consent from the WTO Dispute Settlement Panel to set up hearings between the parties, to investigate the complaint and to formulate a decision. The overall aim of the settlement of contractual disputes is the maintenance of good relations between countries. Therefore, there remains a preference for resolution of disputes by negotiation between the parties, assisted where necessary by a neutral third party. This is reflected in the procedure by which a dispute proceeds through a number of stages.
Conclusion
This report has addressed four fundamental issues relating to natural resources trade. The first is how key economic features of natural resources and the manner of their exchange influence patterns of trade for this 19 
